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How is the Participant’s Workbook set up?

Checkpoints

Essential Resources for FAAs:
(Call 1-800-4FED-AID for single copies; see p. 19 for bulk orders)

4 A Guide to 1999-2000 SARs and ISIRs

4 The 1999-00 Federal Student Financial Aid Handbook

4 The 1999-00 Free Application for Federal Student Aid

4 The Spanish FAFSA

4 The 1999-00 Student Guide

Checkpoints
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How did all of this get started?

MILESTONES for the U.S. DEPARTMENT OF EDUCATION
and STUDENT FINANCIAL AID

Morrill Act of 1862 Encouraged states to establish public universities
by providing Federal land and financial support.

1867 Department of Education was created.

1944 Government funding of Higher Education began
with the passage of the Servicemen’s Readjustment Act or
G.I. Bill.

October 4, 1957 U.S.S.R. launch of first space satellite triggered the
development of Title IV student aid programs.

National Defense Education National Defense Student Loan (NDSL) program
Act of 1958 began as a result.

1964 College Work-Study (CWS) program began for
financially needy students as a result of the Economic
Opportunity Act of 1964.

Higher Education Act of 1965 Reauthorized existing student aid programs.
Educational Opportunity Grant (EOG) program, the 
first grant program, was initiated.  Guaranteed Student 
Loan (GSL) program was also established.
Administrative authority for these programs was 
placed under the Department of Health, Education, 
and Welfare (DHEW).

Higher Education National Defense Student Loan was renamed
Amendments of 1972 National Direct Student Loan (NDSL) program.  

Educational Opportunity Grant became the
Supplemental Educational Opportunity Grant (SEOG).
Basic Educational Opportunity Grant (BEOG) began as 
a new grant.  Reauthorized CWS program - extended 
GSL program.  State Student Incentive Grant (SSIG) 
program was created.  Proprietary institutions were 
permitted to participate in all of the Title IV student aid 
programs.
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Higher Education Amendments All existing programs were reauthorized.
of 1976 Requirement for satisfactory academic progress was 

introduced.

Middle Income Student Basic Grant eligibility was expanded.  GSL program
Assistance Act of 1978 income ceiling that had restricted eligibility was lifted.

Higher Education Amendments All Title IV programs were reauthorized. Parent Loans
of 1980 for Undergraduate Students (PLUS)  was created.  Basic

Grant renamed Pell Grant program in honor of the prime
sponsor of the program, Senator Claiborne Pell.

May 4, 1980 U.S. Department of Education was established.

Omnibus Budget Reconciliation Reduced funding for student financial aid.  PLUS
Act of 1981 renamed Auxiliary Loans to Assist Students (ALAS).

Defense Authorization Acts Tied aid eligibility for males born on or after January 1,
of 1982 and 1983 1960 to Selective Service registration.

Technical Amendments of Established the annual Pell Grant cost of attendance
1982, 1983, and 1984 and award maximums, defined the independent 

student, and prescribed information that institutions 
must disclose to student loan recipients.

Consolidated Omnibus Signed on April 7, 1986 made major changes in the
Reconciliation Act  (COBRA) Title IV programs.  Some of these changes include:
of 1985 •requirement that all undergraduate GSL applicants 

have their eligibility or ineligibility for a Pell Grant 
determined prior to their receipt of GSL loan proceeds 
for the award year,
•revised definition of default for GSL and PLUS loans, 
•restriction on the receipt of any Title IV funds by 
students who were in default on a Title IV loan or 
owe an overpayment on a Title IV grant, and
•requirement that GSL and PLUS loans be disbursed in
multiple payments.

Higher Education Signed into law on October 17, 1986 made major
Amendments of 1986  changes to the Title IV student aid programs.  Some of
and the Technical the most significant changes resulting from this
Amendments of 1987 legislation included:

•introduction of master calendar for certain
functions of the Department of Education,
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•new Title IV standards for dependency status and for 
satisfactory academic progress,
•changed ability-to-benefit provisions,
•two need analysis methodologies incorporated into 
law,
•a Simplified Needs Test established,
•new time limits on the duration of student eligibility for a
Pell Grant,
•renaming of the NDSL program as the Perkins Loan
program,
•new selection criteria for the Perkins Loan and
SEOG programs.,
•new loan program called the Supplemental Loans for 
Students (SLS) began,
•pilot testing of a new loan program called the Income
Contingent Loan (ICL) program, and
•expansion of the areas in which aid administrators 
may use professional judgement.

Higher Education Amendments Signed into law in 1988.  Guaranteed Student Loan (GSL)
of 1988 program was renamed the Stafford Loan program,

SLS loans certified after August 17, 1988 the borrower
must have received a determination of eligibility for a Pell
grant and a determination of need for a Stafford Loan, and
SLS loans made after October 1, 1988 must be disbursed in
multiple payments.

Omnibus Budget General Provisions:
Reconciliation Act of 1989 •Amended to clarify that financial aid administrators 

may use professional judgment in determining 
financial aid award only on a case-by-case basis and not 
adjust award amounts for groups of students.
•An institution cannot be certified or recertified as
eligible if it has lost its accreditation during the preceding
24 months, unless the accreditation has been restored or the
institution demonstrates its academic integrity.
•If an institution of higher education is in the process of
receiving new accreditation or changing its accrediting
agency, its accreditation will not be recognized (for the
purpose of eligibility or Pell Grant, CB, ICL or SSIG)
unless the institution submits all materials related to the
prior accreditation.
•In order to be eligible for any program other than 
SSIG or Byrd Scholarships, an institution that admits 
students on the basis of their ability to benefit must 
make available to these students a high school 
equivalency program.
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Omnibus Budget General Provisions :  A student admitted on the basis
Reconciliation Act of ability to benefit must pass an independently
of 1990 administered test.

Guaranteed Student Loan Programs:  Schools will be
ineligible for the GSL program if their default rate is 35%
or higher (30% or higher for FY 93 and beyond.)

Higher Education Technical Desert Storm:
Amendments of 1991 •defines “individual serving on active duty in 

connection with Operation Desert Shield or Operation 
Desert Storm,”
•Schools should give full refunds to those on active 
duty for Desert Shield or Storm,
•some reservists qualify for “special conditions,”
•administrative requirements related to loans should be
reduced as much as possible,
•adjusts GSL deferments for reservists,
•extends deferments for Perkins or NDSL loans, and
•incomplete periods of instruction won’t be counted for 
determining length of Pell Grant eligibility.
General Provisions:
• "ability-to-benefit" testing provision changed from 
institutional eligibility to student eligibility 
requirement, and
•eliminates statute of limitations on collections of 
loans or overpayments of other aid.
Guaranteed Student Loan Program:
Schools can refuse to certify loan applications, or 
certify for a smaller loan, if they document the reason 
and provide it to the student in writing.

Higher Education Reauthorized the programs for six years.  Established
Amendments of 1992 Federal Direct Loan Demonstration Program, under 

which ED would assume lender and guarantor 
functions.  Added Program Integrity Provisions.
Made many changes to the programs including:
•replacing the two need analysis formulas with a 
single formula,
•revising the definition of independent student,
•requiring a single free stand-alone application for federal
aid,
•establishing unsubsidized Stafford loan program,
•requiring lenders to offer graduated or cancellation of loan
if school closed,
•requiring all guaranty agencies to have loan 
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rehabilitation program, and
•requiring ED to develop common loan forms.

ICL Program Program ended March 31, 1993.

Omnibus Budget General Provisions:
Reconciliation Act The Omnibus Budget Reconciliation Act of 1993 was
of 1993 signed into law by President Clinton on

August 10, 1993.  Numerous changes affecting the 
Federal Family Education Loan (FFEL) Program under 
Title IV, Part B of the Higher Education Act of 1965, as 
amended (HEA), were made by this legislation.  The 
new law also established requirements for transition of 
the FFEL Program to the Federal Direct Student 
Loan (FDSL) Program.

Balanced Budget Act Eliminated the $10 loan origination fee paid to Direct
of 1997 Loan institutions,

•reduced funding for the Department’s Direct Loan 
program administration, and
•authorized the recovery of excess guaranty agency 
reserves.

Taxpayer Relief Act (1997) •HOPE Scholarship tax credit (up to $1500) for each of 
the first two years of college,
•Lifetime Learning tax credit equal to 20% of the first 
$5000 of tuition and fees,
•Tax deduction for interest paid on student loans,
•Education IRAs for tax-free savings for college,
•Penalty-free withdrawals from existing IRAs for 
higher education expenses,
•Greater flexibility for families saving in qualified State 
pre-paid tuition plans,
•Income exclusion for up to $5250 in employer education 
benefits, and
•Tax-free loan forgiveness for community service.

Higher Education Amendments Signed into law on October 7, 1998 made changes to the
of 1998 Title IV student aid programs.
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What should you know about the Title IV Programs?

Federal Pell
Grant

Federal Pell Grant
Program Reference

Part 690Part AGrants for financially needy undergraduate
students who have not earned bachelor's
degrees or a first professional degree.

Grants for undergraduate students with
"exceptional financial need."  (Federal Pell Grant
recipients with lowest EFCs)

Part A Part 676 Campus-Based
Programs
Reference

Campus-Based
Programs
Reference

Self-help program that provides on-campus and
off-campus employment to eligible
undergraduate and graduate students.

Part 675

Part E Part 674 Campus-Based
Programs
Reference

Part D Part 685 Direct Loan and
FFEL Programs

Reference

Federal
Supplemental
Educational
Opportunity
Grant (FSEOG)

Federal
Work-Study
(FWS)

Federal
Perkins Loan

Federal Direct
Subsidized
Loan

Low-interest loans for financially needy
undergraduate and graduate/professional
students.

Loans to help financially needy graduates and
undergraduates; interest subsidized by federal
government; made by federal government.

Part C

 Title IV Programs

Federal Direct
Unsubsidized
Loan

Loan funds without interest subsidies for
graduate and undergraduate students; made by
federal government.

Part D Part 685 Direct Loan and
FFEL Programs

Reference

Direct Loan and
FFEL Programs

Reference

Federal Direct
PLUS Loan

Part D Part 685Loans to parents for college expenses of their
dependent undergraduate children; made by
federal government.

Low-interest loans to help financially needy
students; from lenders, guaranteed and interest
subsidized by federal government.

Federal
Subsidized
Loan

Part B Part 682 Direct Loan and
FFEL Programs

Reference

Federal
Unsubsidized
Loan

Loan funds without interest subsidies for
undergraduate and graduate students; from
lenders, guaranteed by federal government.

Part B Part 682 Direct Loan and
FFEL Programs

Reference

Federal PLUS
Loan

Loans to parents for college expenses of their
dependent undergraduate children; from lenders,
guaranteed by federal government.

Part B Part 682 Direct Loan and
FFEL Programs

Reference

Description Law
(HEA)

1999-00 FSFA
Handbook

RegulationsTitle IV
Program
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Title IV Programs Summary
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Clue #4

I am a program that is probably the most recognized and most used (at least for
financially needy students).  I am popular because I am a grant or gift aid program
for undergraduates, so the student doesn’t have to pay me back.  Since there are
limited funds, a central processor determines each student’s eligibility based on
annual guidelines set by Congress and the U.S. Department of Education.  I
became known as the “portable” grant because eligible students could take their
student aid reports to any participating institution for payment.  What am I?

Answer__________________________________________________________

Clue #5

I am considered self-help aid because after the student leaves school, the student
has to repay the funds.  Unlike the newer loan program, private lenders (such as
banks and credit unions) disburse student loan proceeds to the school.  The school
then delivers the funds to the students.  What am I?

Answer__________________________________________________________

Authorization:

Reauthorization:





      Session 1 –Introduction & Overview 13







      Session 1 –Introduction & Overview 16

October 1998

GEN-98-21

Dear President:

I am writing to you to ask for your continued support as your financial aid
office, business office, and computer processing services work with the
Department of Education (the Department) to modernize the delivery of
Federal student financial assistance beginning with the 1999-2000 academic
year.  

Year 2000 Compliance

First, we particularly want to remind you of the importance of your
institution being "year 2000 compliant" with regard to the processing of
student financial aid data.  Year 2000 compliant means that all of your data
systems are capable of properly processing dates that are outside of the
1900-1999 year range and have been tested as such (see "Dear President"
Letter GEN-97-12, dated November 1997).  Being year 2000 compliant is
essential to assure that your students continue to receive the aid for which
they are eligible.    

Other Modernization Initiatives

In addition to continuing our efforts to ensure that the Federal student
financial assistance programs are year 2000 compliant, we are pursuing
modernization goals in conjunction with Project EASI (Easy Access for
Students and Institutions), a collaboration with the rest of the higher
education community to reengineer the national student aid delivery system.
 Based on this collaboration, the Department is pursuing the following four
major modernization initiatives, beginning with the 1999-2000 award year,
that directly affect institutional management of the Federal student financial
aid programs.



      Session 1 –Introduction & Overview 17

Master Promissory Note

We will be introducing a new Master Promissory Note (MPN) for use as
either an annual or multiyear promissory note for student borrowers in the
Federal Direct Loan and Federal Family Education Loan (FFEL) programs.
 Each loan program will have its own MPN.  Most four-year and graduate or
professional institutions, as well as other institutions designated by the
Department, will be able to use the note as a multiyear instrument for their
students' subsequent loans.  This initiative, part of the Project EASI vision,
will eliminate the need for many students to complete a new promissory note
each year.

Recipient Financial Management System (RFMS)

RFMS is the new processing system that all institutions participating in the
Federal Pell Grant Program will use to report and request Federal Pell Grant
program funds.  RFMS is an important step toward implementing Project
EASI's goals of delivering student financial assistance program funds based
on a common business process and using community developed common
data standards.  We believe the new system will provide important benefits
to students, institutions, and taxpayers.

Redesigned Free Application for Federal Student Aid (FAFSA)

The redesigned paper FAFSA, used by students to apply for Federal, and
most other, student aid will be a more user-friendly form.  We have reduced
the number of pages of instruction from 12 to 4 and the number of questions
from 108 to 99.  We believe that the new form incorporates major
improvements in simplifying and clarifying the application process.  We are
also continuing to implement comparable improvements in our electronic
versions of the FAFSA, including FAFSA on the WEB and Renewal
FAFSA on the WEB.
Use of the Internet

The Department is committed to moving the transmission of student aid data
from the Title IV Wide Area Network (TIVWAN) to the Internet, not only
as part of Project EASI but as part of a government-wide effort to deliver
Federal services over the Internet.  We expect that this change will positively
affect the computer processing services at your institution and save taxpayer
dollars.  Your financial aid officer has previously received details on the first
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stages of this transition and will continue to receive updates as progress
toward full Internet usage continues.

Finally, we would also like to remind you of the Notice that we published in
the Federal Register on September 19, 1997, informing you of the technical
specifications necessary to participate in future designated electronic
processes.  For example, to be compatible with the Department's student aid
systems starting January 1, 1999, institutions must be prepared to use
Windows 95, Windows NT, or a newer version of the Windows operating
system.  To assure that your staff understand, and can implement, our
electronic processes and other requirements, we strongly encourage you to
send appropriate members to one of our three 1998 Electronic Access
Conferences (see http://edeworkshop.walcoff.com) and our training
activities.

Thank you for your continued cooperation and support as we work together
to create an efficient and cost-effective student aid delivery system that
provides first-rate services to our students throughout the Nation.

Sincerely,

Diane E. Rogers
Acting Deputy Assistant Secretary
Student Financial Assistance Programs
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The 1999-00 Federal Student Financial Aid
Handbook

Dear Colleague Letter GEN-98-21
(DCL sample)

October 1, 1998 Final Rule (FWS)
(Federal Register sample)

To order ED publications (and the FAFSA) in bulk:

1) Enter the web site – http://epos.edpubs.org

2) Enter your 8-digit OPE ID number

Note:  You can also access this site by entering
http://ifap.ed.gov, and clicking on the selection down the
left side of the screen for Bulk Publication Ordering.

For assistance, call 1-877-EDPUBS
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Answer

     Key

Checkpoint #1 – What Am I?

1) FSEOG
2) PLUS
3) Federal Perkins Loan Program
4) Pell Grant
5) Federal Subsidized or Unsubsidized Stafford Loan  (FFEL)

Authorization vs. Reauthorization

Authorization:  Legislative act that establishes a program, specifies its
general purpose and conduct, and (unless open-ended), sets a ceiling for the
dollar amount that can be used to finance it.

Reauthorization:  A legislative process which occurs every 4 to 5 years that
reviews, renews, terminates, or amends existing programs.  Reauthorization
just occurred in the fall of 1998.


